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Q. Please state your name and business address. 1 

A. My name is James Zolnierek and my business address is 527 East Capitol 2 

Avenue, Springfield, Illinois  62701. 3 

 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by the Illinois Commerce Commission (“Commission” or 6 

“ICC”) as the Policy Manager in the Telecommunications Division. 7 

 8 

Q. Please state your education background and previous job 9 

responsibilities.   10 

A. I earned my Bachelors of Science degree in mathematics from Michigan 11 

State University in 1990.  I also earned from Michigan State University 12 

both a Master of Arts degree in economics in 1993 and a Doctor of 13 

Philosophy degree in economics in 1996.    14 

 15 

I have been a Visiting Professor of Economics in the Department of 16 

Economics at both the University of Nebraska and Arizona State 17 

University.  Prior to joining the Illinois Commerce Commission I was 18 

employed by the Federal Communications Commission (“FCC”) in the 19 

Common Carrier Bureau, Industry Analysis Division.   20 

 21 

OVERVIEW 22 

 23 
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Q. What is the purpose of your testimony? 24 

A. My testimony is comprised of two sections.  In the first section I will 25 

address certain non-recurring cost estimates submitted by SBC Illinois 26 

(“Company”) in this proceeding.  In particular, I will address the 27 

Company’s Stand Alone Unbundled Network Element (“UNE”) loop, 28 

Unbundled Network Element Platform (“UNE-P”), and Enhanced Extended 29 

Link (“EEL”) physical provisioning activity non-recurring cost estimates.  In 30 

the second section I will address certain recurring cost estimates 31 

submitted by the Company in this proceeding.  In particular, I will address 32 

the residential premises termination component of the Company’s 33 

recurring loop cost estimates. 34 

 35 

Q. What is the relationship between your testimony and the testimony 36 

of other Staff witnesses concerning recurring and non-recurring 37 

costs? 38 

A. My analysis of the Company’s non-recurring cost studies focuses on 39 

physical provisioning activities necessary to ensure that existing UNEs are 40 

physically connected to CLEC customer premises, to central office 41 

equipment, and, in the case of UNE combinations to each other.   I am not 42 

the only Staff witness that will address physical provisioning costs.  Other 43 

Staff witnesses address and propose changes that also impact Stand 44 

Alone Unbundled Network Element (“UNE”) loop, Unbundled Network 45 

Element Platform (“UNE-P”), and Enhanced Extended Link (“EEL”) 46 
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physical provisioning activity non-recurring cost estimates.1  For example, 47 

Staff witness Mark Hanson (ICC Staff Ex. 6.0) proposes changes that 48 

reduce the wage estimates of the workers that perform the physical 49 

provisioning activities I examine.   The non-recurring cost adjustments I 50 

and other Staff Witnesses propose will be incorporated into the cost 51 

estimates presented in the testimony of Mr. Hanson. 52 

 53 

 My analysis of the Company’s recurring cost studies focuses on the 54 

residential premises termination component of the Company’s recurring 55 

loop cost estimates, and in particular how the Company treats multiunit 56 

residential dwellings.  Other Staff witnesses propose changes that also 57 

impact the residential premises termination component of the Company’s 58 

recurring loop cost estimates.2  For example, Staff witness Peter Wagner 59 

(ICC Staff Ex. 13.0) proposes changes that will affect the depreciation 60 

lives of premises termination equipment.  The recurring loop cost 61 

adjustments I and other Staff Witnesses propose will be incorporated into 62 

the cost estimates presented in the testimony of Staff witness Peter 63 

Lazare (ICC Staff Ex. 3.0). 64 

 65 

                                            
1 Staff witnesses Hanson (ICC Staff Ex. 6.0) and Michael McNally (Staff Ex. 12.0) will also 
address and propose changes that will impact Stand Alone Unbundled Network Element (“UNE”) 
loop, Unbundled Network Element Platform (“UNE-P”), and Enhanced Extended Link (“EEL”) 
physical provisioning activity non-recurring cost estimates. 
2  Staff witnesses Peter Lazare (ICC Staff Ex. 3.0), Robert Koch (ICC Staff Ex. 4.0), Qin Liu (ICC 
Staff Ex. 5.0), McNally (Staff Ex. 12.0) and Wagner (ICC Staff Ex. 13.0) will also address and 
propose changes that will impact the residential premises termination component of the 
Company’s recurring loop cost estimates. 
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Findings and Recommendations 66 
 67 

Q. Please summarize your findings and recommendations in this 68 

proceeding.  69 

A. My findings and recommendations are as follows: 70 

 71 

TELRIC Compliance:  According to FCC rules, the Company bears the 72 

burden to prove that it has modeled an efficient network configuration as 73 

required by 47 C.F.R. § 51.505(b)(1).  The Company has not met this 74 

burden.  In fact, the evidence provided to this point by the Company 75 

demonstrates that the Company’s cost studies used to determine rates for 76 

Non-Recurring Charges (“NRCs”) were not developed in accordance with 77 

47 C.F.R. § 51.505(b)(1).  The Commission could, as explained by Staff 78 

Witness Hoagg,3 reject the Company’s current NRC cost studies.  79 

 80 

I will, however, propose revisions to the Company’s NRC cost studies in 81 

the event the Commission decides to accept them.  The Commission 82 

should, however, be aware that even if it accepts the corrections proposed 83 

by Staff in place of the studies used by the Company, these Staff 84 

remedies are likely only to bring the Company’s cost studies closer to 85 

compliance with 47 C.F.R. § 51.505(b)(1).  In such a case, the Company’s 86 

NRC cost studies will likely continue to fail to fully comply with 47 C.F.R. § 87 

51.505(b)(1) and past Commission rulings regarding proper TELRIC 88 
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methodology and the Company will definitely not have met its burden of 89 

proof with respect to compliance with FCC rules. 90 

 91 

Nonrecurring Special Access to UNE Conversion Cost Study:  The 92 

Company does not provide credible support for its existing proposed 93 

Design & Coordination or Demarcation Re-tag cost estimates.  If the 94 

Company does not provide credible support for its cost estimates or 95 

provide supportable revised estimates, the Company should not be 96 

allowed to include the special access to UNE combination conversion 97 

Design & Coordination or Demarcation Re-tag costs or any costs based 98 

on the activities supporting the Design & Coordination & Demarcation Re-99 

tag in its TELRIC cost estimates. 100 

 101 

Nonrecurring New EEL Combination Cost Study:  The Company has not 102 

demonstrated that the activities listed in support of its New EEL 103 

Combination Cost Study are necessary assuming, as the FCC requires, 104 

the lowest cost network configuration and most efficient 105 

telecommunications technology available.  The evidence in this 106 

proceeding suggests that in a number of cases provisioning of service 107 

may be performed more efficiently than is assumed in the Company’s 108 

Nonrecurring New EEL Combination Cost Study.  The Company has also 109 

made unsupported assumptions regarding location lives that yield 110 

                                                                                                                                  
3 Staff Ex. 1.0. 
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unsupported increases in its cost estimates.  Based on this evidence, I 111 

make the following recommendations.   112 

 113 

With respect to Loop Connection cost estimates, if the Company cannot 114 

provide credible support for the differences between its proposed EEL 115 

Combination Loop Connection cost estimates and its Stand Alone Loop 116 

Connection cost estimates or provide supportable revised estimates, I 117 

recommend that the Commission require the Company to use the Stand 118 

Alone Loop Connection cost estimate approved by the Commission in this 119 

proceeding as the estimate of the EEL Combination Loop Connection 120 

cost.  121 

 122 

With respect to Dedicated Transport cost estimates, if the Company 123 

cannot provide credible support for the differences between the activities 124 

performed by SSC group when provisioning DS1 Dedicated Transport 125 

Non-Collocated and when provisioning Stand Alone DS1 loops, I 126 

recommend the Commission require the Company to calculate DS1 127 

Dedicated Transport Non-Collocated cost estimates assuming the 128 

activities performed by SSC when provisioning DS1 Dedicated Transport 129 

Non-Collocated are identical to those performed by SSC when 130 

provisioning Stand Alone DS1 loops.   131 

 132 
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Furthermore, if the Company cannot provide credible support for its 2-year 133 

location life assumption or provide a credibly supported revised location 134 

life applicable to its EEL Dedicated Transport offerings, I recommend that 135 

the Commission require that the Company exclude disconnect costs in the 136 

development of its EEL Dedicated Transport cost estimates. 137 

 138 

With respect to the Central Office Multiplexing – DS1 to Voice cost 139 

estimate, the costs associated with this function appear to be already 140 

included with the estimated costs of DS1 Interoffice Dedicated Transport.  141 

If the Company cannot provide credible support to indicate that these 142 

estimated costs are not entirely duplicative and cannot revise its estimates 143 

to appropriately capture costs associated with any non-duplicative 144 

activities, I recommend that the Commission require the Company to 145 

exclude the separate cost estimate for Central Office Multiplexing – DS1 146 

to Voice from its Nonrecurring New EEL Combination cost study.   147 

 148 

With respect to the Clear Channel Capability cost estimates, if the 149 

Company cannot provide credible support to indicate that the timing of the 150 

***XXXXXXXXXXXX*** used for purposes of computation of Clear 151 

Channel Capability cost estimates differs from the timing of the 152 

***XXXXXXXXXX*** used for purposes of computation of the 4-Wire 153 

Digital Loop Connection cost estimates, I recommend that the 154 

Commission require the Company to reduce its ***XXXXXXXXXXXXXX*** 155 
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activity time estimate to ***XXXXXXXXXXXXXXX*** when calculating 156 

Clear Channel Capability cost estimates. 157 

 158 

 Nonrecurring Unbundled Loop Cost Study:  The Company has not 159 

provided credible support for its assumptions regarding location lives.  160 

Based on this evidence I make the following recommendations.   161 

  162 

 With respect to POTS, DS1 and DS3 Stand Alone Line Connection cost 163 

estimates and POTS and DS1 UNE-P Line Connection cost estimates, if 164 

the Company cannot provide credible support for its 2 year location life 165 

assumption or provide a credibly supported revised location life estimate, I 166 

recommend that the Commission require the Company to calculate the 167 

location life for each loop type based upon the average location life of the 168 

Company’s comparable end-user offerings.  169 

 170 

Additionally, if the Company cannot provide credible support for its work 171 

group occurrence factors, I recommend that the Commission require the 172 

Company to use occurrence factors when computing POTS UNE-P 173 

disconnect cost estimates that equal ((1 - the DIP rate adopted in this 174 

proceeding) multiplied by 0.086). 175 

 176 
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 Nonrecurring Unbundled Local Switching – Ports Study:  The Company 177 

has not provided credible support for its assumptions regarding location 178 

lives.  Based on this evidence I make the following recommendations.   179 

  180 

 With respect to Non-recurring Line and Trunk Port cost estimates, if the 181 

Company cannot provide credible support for its 2 year location life 182 

assumption or provide a credibly supported revised location life estimate, I 183 

recommend that the Commission require the Company to calculate the 184 

location life for each loop type based upon the average location life of the 185 

Company’s comparable end-user offerings. 186 

 187 

 Nonrecurring Unbundled Port Features Study:  The Company has not 188 

demonstrated that unbundled port features disconnect activities are 189 

necessary given port disconnect activities estimated elsewhere in the 190 

Company’s filing.  Furthermore, based on the Company’s port connection 191 

cost estimates, feature add/change translation activities do not reflect 192 

least cost provisioning of port features. 193 

 194 

Unless the Company can provide evidence that demonstrates that the 195 

disconnect activities are necessary the Commission should reject the 196 

Company’s inclusion of disconnect activity costs in its Port Feature 197 

Add/Change Translation cost estimates.  Furthermore, unless the 198 

Company can demonstrate that the provisioning activities necessary to 199 
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add/change a port feature exceed the provisioning activities necessary to 200 

provision a New UNE-P port the Commission should require the Company 201 

to replace the single Port Feature Add/Change Translation cost estimate 202 

(which includes costs for both initial and additional adds/changes) with the 203 

Line/Trunk Port cost estimate for new combination orders. 204 

 205 

Recurring Loop Premises Termination Cost Study:  The Company has 206 

failed to account for multi-dwelling units when developing its recurring loop 207 

premises termination cost estimates. If the Company cannot provide 208 

credible support for its premises termination estimates or cannot adjust 209 

these estimates to properly reflect the lowest cost network configuration 210 

and most efficient telecommunications technology, I recommend that the 211 

residential and business percentages input into the LoopCAT model be 212 

revised.  I recommend that Percent Residential Premises Termination be 213 

set equal to ***XXXX*** and Percent Business Premises Termination be 214 

set equal to ***XXXXX***. 215 

 216 

 217 
NON-RECURRING PROVISIONING COSTS 218 

 219 

Q. What specific non-recurring cost estimates will you address in 220 

testimony?   221 

A. I will discuss non-recurring physical provisioning costs for Stand Alone 222 

Loops, UNE-Ps, and EELs.  These cost estimates are addressed and 223 
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supported by SBC Illinois Witnesses Silver, Cass, Barch, and Gomez-224 

McKeon.4 225 

 226 

TELRIC Compliance 227 

 228 

Q. Please explain how the Company developed its cost study for these 229 

non-recurring cost estimates. 230 

A. SBC Illinois Witness Cass states: 231 

All of the non-recurring cost studies presented in the case 232 
were developed in accordance with the procedure and 233 
methods described in Schedule CFC-4.5 234 

  235 

CFC-4, which is entitled “Non-Recurring Cost Studies, Study Description 236 

and Case Studies, Version 1.2, November 5, 2002” and which will be 237 

referred to hereafter as the “Company NRC Manual”, indicates: 238 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX239 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX240 
XXXXXXXX: 241 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX242 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX243 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX244 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX6*** 245 
 246 

The Company NRC Manual further indicates that “[i]n developing activity 247 

times, they [subject matter experts, or SMEs] are to take into 248 

consideration labor-saving tools currently available to employees or 249 

                                            
4 SBC Illinois Exhibits 3.0, 6.0, 7.0, and 9.0, respectively. 
5 SBC Illinois Ex. 6.0 at 7-8. 
6 SBC Illinois Ex. 6.0, Schedule CFC-4 at 13. Emphasis added. 
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planned for deployment” and that employees should “not speculate.”7  As 250 

SBC Illinois Witness Barch states: 251 

Though future efficiencies are incorporated, speculation is 252 
minimized by confining future efficiencies to what is known, 253 
budgeted, planned and/or quantifiable.  Such comprehensive 254 
instruction is clearly labeled in documentation for SBC Illinois’ 255 
nonrecurring cost studies (e.g., Tab 8.x within studies).8 256 
 257 

Thus, the guidelines employed by the Company in developing non-258 

recurring costs specifically direct SMEs not to speculate about activity 259 

times associated with currently available efficient telecommunications 260 

technology or least cost network configurations.   261 

 262 

Q. Do the FCC rules prescribe the efficient network configuration that 263 

must be used to develop TELRIC estimates?  264 

A. Yes.  The FCC rules state: 265 

The total element long-run incremental cost of an element 266 
should be measured based on the use of the most efficient 267 
telecommunications technology currently available and the 268 
lowest cost network configuration, given the existing location 269 
of the incumbent LEC wire centers.9 270 

 271 

Q. Does the Company bear the burden to prove that it has modeled an 272 

efficient network configuration as required by 47 C.F.R. § 273 

51.505(b)(1)? 274 

A. Yes.  The FCC rules state: 275 

An incumbent LEC must prove to the state commission that 276 
the rates for each element it offers do not exceed the 277 

                                            
7 SBC Illinois Ex. 6.0, Schedule CFC-4 at 13-14. 
8 SBC Illinois Ex. 7.0 at 65. 
9 47 C.F.R. § 51.505(b)(1). 
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forward looking economic cost per unit of providing the 278 
element, using a cost study that complies with the 279 
methodology set forth in this section and § 51.511.10 280 

 281 

Thus, the Company must, according to the FCC rules, prove that the non-282 

recurring cost estimates it submitted in this proceeding were developed 283 

based upon an efficient network configuration as prescribed by, among 284 

other FCC rules, the rule in 47 C.F.R. § 51.505(b)(1). 285 

 286 

Q. Has SBC Illinois presented credible evidence proving that the non-287 

recurring cost estimates it submitted in this proceeding were 288 

developed based upon an efficient network configuration as 289 

prescribed by the FCC rules? 290 

A. No.  The evidence indicates that the Company has failed to comply with 291 

the rules in 47 C.F.R. § 51.505(b)(1) to develop its non-recurring cost 292 

studies.  The Company’s methodology fails to consider all currently 293 

available telecommunications technology and does not assume the lowest 294 

cost network configuration.   295 

 296 

Q. Please explain how the Company’s methodology is not based upon 297 

the efficient network configuration prescribed by the FCC. 298 

A. The FCC’s rules prescribe that the Company must base its estimates on 299 

the “lowest cost network configuration and most efficient 300 

telecommunications technology available, given the existing location of the 301 

                                            
10 47 C.F.R. § 51.505(e). 
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incumbent LEC wire centers.”  The Company, however, has based its 302 

non-recurring cost estimates on its existing network design and on its 303 

existing systems.   304 

 305 

SBC Illinois Witness Gomez-McKeon states “…the NRC studies are 306 

based on data that reflect the most efficient times that SBC Ameritech 307 

Illinois could reasonably expect to spend provisioning these products in 308 

the foreseeable future.”11  However, this statement does not accurately 309 

reflect the Company’s methodology.  The Company NRC studies are 310 

based on data that reflect times consistent with the manner in which SBC 311 

Illinois has chosen to provision products in the foreseeable future.  The 312 

Company has neither shown that the provisioning methods it has elected 313 

to employ are the most efficient the Company could reasonably employ 314 

nor that these methods are based on the most efficient 315 

telecommunications technology currently available, or least cost network 316 

configurations. 317 

 318 

 The Company’s SMEs have followed the direction in the Company NRC 319 

Manual and have not considered activity times associated with currently 320 

available efficient telecommunications technology or least cost network 321 

configurations that the Company does not plan to deploy in Illinois.   For 322 

example, when questioned about improvements or system enhancements 323 

                                            
11 SBC Illinois Ex. 9.0 at 9.  Emphasis added. 
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that would affect activity time estimates, Terry Burge, the SME responsible 324 

for CP&M activity time estimates, states: 325 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX326 
XXXXXXXXXXXXXXXXXXXXX.***12 327 

  328 

With respect to this same query, David Edens, the SME responsible for 329 

FOG activity time estimates, states: 330 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX331 
XXXXXXXXXXXXXXXXXXXXXX*** 13 332 
   333 

 Jerry Reed, the SME responsible for CPC-HPC activity time estimates, 334 

also responds similarly stating: 335 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX336 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX337 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX*** 14 338 

  339 

The Company’s Cost Manual directs SBC Illinois SMEs to provide activity 340 

time estimates based on SBC Illinois’ existing network design and on 341 

existing systems and not as FCC rules require on the lowest cost network 342 

configuration and most efficient telecommunications technology available.  343 

The evidence indicates that SMEs followed this direction and therefore did 344 

not consider whether times that SBC Illinois expects to spend provisioning 345 

products in the foreseeable future is equal to the most efficient times that 346 

SBC Illinois could reasonably expect to spend provisioning products 347 

                                            
12 Response to Joint CLEC’s Data Request No. 1.52a, Attachment Burge,Terry Questionaire 
(CP&M)(CLEC1-52a).doc, attached as Sched. 7.01. 
13 Response to Joint CLEC’s Data Request No. 1.52a, Attachment Edens,David Questionaire 
(FOG)(CLEC1-52a).doc, attached as Sched. 7.01. 
14 Response to Joint CLEC’s Data Request No. 1.52a, Attachment Reed,Jerry Questionaire 
(CPC-HPC)(CLEC1-52a).doc, attached as Sched. 7.01. 
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assuming, as prescribed by the FCC rules, the use of the most efficient 348 

telecommunications technology currently available and the lowest cost 349 

network configuration. 350 

 351 

Q. Mr. Cass indicates that the workgroup SMEs relied on by the 352 

Company to develop its estimates are qualified to provide forward-353 

looking activities, times, and percent occurrences.15  Please evaluate 354 

Mr. Cass’ assessment. 355 

A. Whether or not the SMEs are able to provide such estimates is irrelevant.  356 

The Company NRC Manual gives improper direction to SMEs regarding 357 

development of estimates, because it directs them to base such estimates 358 

on SBC’s existing network design and on existing systems and not as 359 

FCC rules require on the lowest cost network configuration and most 360 

efficient telecommunications technology available.   361 

 362 

Q. Is there any indication that the times that SBC Illinois expects to 363 

spend provisioning products in the foreseeable future is greater than 364 

the most efficient times that SBC Illinois could reasonably expect to 365 

spend provisioning products assuming, as prescribed by the FCC 366 

rules, the use of the most efficient telecommunications technology 367 

currently available and the lowest cost network configuration? 368 

A. Yes.  The Company’s Cost Manual includes the following Q&A: 369 

                                            
15 SBC Illinois Ex. 6.0 at 6. 
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***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX370 
XXXXXXXXX 371 
 372 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX373 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX374 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX375 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX376 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX377 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX378 
XXXXXXXXXXXXXXXX 379 
 380 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX381 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX382 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX383 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX384 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX385 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX*** 386 

   387 

As this passage indicates the Company’s non-recurring cost studies and 388 

results of those studies vary among the states because the Company 389 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX390 

XXXXXXXXXXXXXXXXXXXXX***  Even if SBC has not been able to fully 391 

implement consistent, best practices for order processing and 392 

provisioning, it must, according to the FCC rules, assume best practices 393 

for the purposes of its non-recurring cost studies.  As the Company’s Cost 394 

Manual indicates, the Company has not for the purposes of its non-395 

recurring cost studies relied on the least cost systems, methods and 396 

procedures currently available.  In fact, as the Company Cost Manual 397 

indicates, the Company has not, for the purposes of its non-recurring cost 398 

studies, even considered the least cost systems, methods and procedures 399 

that SBC itself currently uses in its other service territories. 400 

 401 
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Q. Is the Company’s approach consistent with past Commission rulings 402 

regarding TELRIC methodology? 403 

A. No.  In ICC Docket No. 98-0396 the Commission addressed the 404 

Company’s NRC study, stating: 405 

The NRC study submitted falls short of expectations.  A number of 406 
observations are warranted. 407 
 408 
First, rather than base its nonrecurring costs studies upon forward 409 
looking, least cost, most efficient network technologies, processes 410 
and systems, including Operational Support Systems, or OSSs, 411 
Ameritech’s studies are based on its existing network architecture 412 
and processes and incorporate only those technologies and 413 
process improvements that Ameritech actually plans to deploy in 414 
the next three years.16   415 

 416 

The first deficiency identified by the Commission in its review of the 417 

Company’s previously submitted NRC cost study is the Company’s 418 

approach of basing estimates on the Company’s existing network 419 

architecture and processes and on technologies and process 420 

improvements the Company plans to deploy rather than on forward 421 

looking, least cost, most efficient network technologies, processes and 422 

systems.  The NRC cost studies filed by the Company in this proceeding 423 

suffer the same deficiencies the Commission identified with respect to the 424 

previously filed Company NRC cost studies.  The Commission has already 425 

ruled on this issue.  The Commission, accordingly, could reject the 426 

Company’s current NRC cost studies for the very same reasons it has 427 

previously rejected them. 428 

 429 
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Q. What are the possible effects of permitting the Company to recover 430 

costs based on its existing network architecture and processes and 431 

only those technologies and process improvements that SBC Illinois 432 

actually plans to deploy rather than requiring the Company to base 433 

its nonrecurring costs studies upon forward looking, least cost, most 434 

efficient network technologies, processes and systems as required 435 

by the FCC? 436 

A. It can result in cost estimates that exceed the forward-looking costs 437 

prescribed by the FCC.   This will, at least on the margin, reduce the ability 438 

of CLECs to profitably compete using UNEs.  Second, it will reduce 439 

incentives for the Company to adopt forward looking least cost technology.  440 

That is, if the Company is compensated for its actual practices 441 

independent of any inefficiency in those processes, it has every incentive 442 

to adopt inefficient practices, increase its UNE rates, and, therefore, 443 

reduce the ability of CLECs to competitively provide services using UNEs. 444 

 445 

Findings and Recommendations 446 
 447 

Q. Please summarize your analysis of the TELRIC compliance of the 448 

Company’s NRC cost studies and your recommendation with respect 449 

to this issue. 450 

A. According to FCC rules the Company bears the burden to prove that it has 451 

modeled an efficient network configuration as required by 47 C.F.R. § 452 

                                                                                                                                  
16 Commission Order in Docket No. 98-0396 (Oct. 16, 2001), at 39, emphasis from original. 
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51.505(b)(1).  The Company has not met this burden.  In fact, the 453 

evidence provided to this point by the Company demonstrates that the 454 

Company’s NRC cost studies were not developed in accordance with 47 455 

C.F.R. § 51.505(b)(1).  The Commission could, as explained by Staff 456 

Witness Hoagg,17 reject the Company’s current NRC cost studies. 457 

 458 

Below, in my examination of specific non-recurring provisioning studies, I 459 

will address numerous instances where the Company’s approach has led 460 

to identifiable overstatements of forward looking costs. However, the 461 

Company’s flawed development process likely leads to broader 462 

overstatements of cost that are not necessarily identifiable from the 463 

evidence submitted by the Company.  For example, instances where the 464 

Company uses more efficient systems, methods and procedures in other 465 

Company service territories but where the Company does not base its 466 

NRC studies on these Company best practices, will generate 467 

overstatements of forward looking TELRIC costs.    468 

 469 

The evidence submitted by the Company indicates that the Company has 470 

not followed FCC TELRIC rules, and in particular, 47 C.F.R. § 471 

51.505(b)(1).  Informational asymmetries do not permit Staff to propose 472 

cost study revisions that will remedy every instance in which the Company 473 

has failed to comply with 47 C.F.R. § 51.505(b)(1).  Nor, as the FCC rules 474 

dictate, is this a burden that must be assumed by Staff.  Nevertheless, I 475 

                                            
17 Staff Ex. 1.0. 



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 23

will propose revisions to the Company’s NRC cost studies.  The 476 

Commission should, however, be aware that even if it accepts the 477 

corrections I propose, these remedies are likely only to bring the 478 

Company’s cost studies closer to compliance with 47 C.F.R. § 479 

51.505(b)(1).  In such a case the Company’s NRC cost studies will likely 480 

continue to fail to fully comply with 47 C.F.R. § 51.505(b)(1) and past 481 

Commission rulings regarding proper TELRIC methodology and the 482 

Company will definitely not have met its burden of proof with respect to 483 

compliance with FCC rules. 484 

 485 

Nonrecurring Special Access to UNE Conversion Cost Study 486 

 487 

Overview 488 
 489 

Q. What is a Special Access to UNE Conversion? 490 

A. The Company’s Nonrecurring Special Access to UNE Conversion Cost 491 

Study states: 492 

The FCC’s Remand Order allows Telecommunications Carriers 493 
(TCs)/Competitive Local Exchange Carriers (CLECs) to reconfigure 494 
Special Access arrangements to combinations of loop and transport 495 
unbundled network element (UNEs), providing they meet certain 496 
criteria.18 497 
 498 

In describing the conversion process in recent comments to the FCC, SBC 499 

Communications, Inc., stated: 500 

                                            
18 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 1. 
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By definition, a conversion can occur only if the requesting carrier 501 
already is using special access services to provide the services that 502 
it seeks to offer; otherwise there would be nothing to convert. … 503 
[T]he only effect of a conversion would be to bestow on that carrier 504 
a price break – and hence higher profits – for a service that it 505 
already is providing.19 506 
 507 

Thus, a special access to UNE conversion is, by the Company’s own 508 

admission, little more than a billing change. 509 

 510 

Q. Are the activities listed in the Company’s Nonrecurring Special 511 

Access to UNE Conversion Cost Study consistent with the notion 512 

that, from a provisioning standpoint, such conversions are little 513 

more than billing changes? 514 

A. Yes.  The Company lists two types of provisioning costs for Special 515 

Access to UNE Conversions, “Design & Coordination” costs and 516 

“Demarcation Re-tag” costs.20   The information submitted by the 517 

Company indicates that none of the activities listed in support of these 518 

cost estimates are required to physically provision the loop.   519 

 520 

Design & Coordination Costs 521 
 522 

                                            
19 Comments of SBC Communications, Inc., In the Matter of Review of the Section 271 
Unbundling Obligations of Incumbent Local Exchange Carriers, Implementation of the Local 
Competition Provisions of the Telecommunications Act of 1996, and Deployment of Wireline 
Services Offering Advanced Telecommunications Capability, CC Docket Nos. 01-338, 96-98, and 
98-147, April 5, 2002, at 105.  Qwest similarly has stated, “…it is conceded in the industry that all 
that is required to convert a special access circuit to a UNE is a billing change.”  Comments of 
Qwest Corporation in Response to Public Notice, In the Matter of Implementation of the Local 
Competition Provisions of the Telecommunications Act of 1996, CC Docket No. 96-98, April 5, 
2001 at 8. 
20 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 3. 
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Q. What activities do the Company list in support of the “Design and 523 

Coordination” cost estimate? 524 

A. The Company lists activities performed by both its High Capacity 525 

Provisioning Center (HPC) and it’s Special Services Center (SSC).  The 526 

specific tasks listed for HPC include: 527 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX528 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX529 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX530 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXX21*** The specific tasks listed 531 

for SSC include:  532 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX533 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX22*** The 534 

tasks performed by these groups is summarized best by the following 535 

passage taken from the flow chart submitted by the Company to describe 536 

the conversion process: 537 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX538 
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX539 
XXXXXXXXXXXXXXXXXXXXXXXXXXX.23***  540 
 541 

That is, the activities performed by HPC and SSC ensure that no physical 542 

work is actually done in the conversion process. 543 

 544 

                                            
21 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 8.3-HPC. 
22 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 8.5-SSC. 
23 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 1.11. 
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Q. Has the Company demonstrated that these activities are necessary 545 

assuming the lowest cost network configuration and most efficient 546 

telecommunications technology available as required by the FCC’s 547 

TELRIC rules? 548 

A. No.  The Company has offered no evidence to suggest that these 549 

activities are consistent with the use of the most efficient 550 

telecommunications technology currently available and the lowest cost 551 

network configuration.  In support of the Design & Coordination cost 552 

estimate, the Company lists activities that its provisioning groups must 553 

perform to ensure that no physical work is performed when special access 554 

circuits are converted to combinations of UNEs.  The Company’s current 555 

system does not permit a circuit to be moved from one billing database to 556 

another without issuance of both a disconnect order and an add order.  557 

According to the Company’s Nonrecurring Special Access to UNE 558 

Conversion Cost Study, the HPC and SSC groups spend on average 559 

**XX** minutes working time in the case of an end-user DS1 to DS3 560 

terminating in a collocation arrangement configuration to prevent the 561 

disconnect and add orders from being acted upon.  562 

 563 

Furthermore, Mr. Cass, the Company witness with respect to special 564 

access to UNE combination provisioning cost estimtes, provides no 565 

explanation in support of the Company’s approach, stating only:  566 

…the record work only charge is intended to recover only the cost 567 
of changing records.  It is not properly applicable to UNE-P 568 
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migrations, which involve additional service order work other than 569 
simply changing a record, and it is even less applicable to Special 570 
Access to UNE Conversions.24 571 
 572 

The evidence submitted by the Company suggests that the tasks 573 

associated with the Design & Coordination cost estimate are those tasks 574 

that would be associated with a record change.  That is, the circuit being 575 

purchased is not being physically changed but is merely being identified 576 

as a UNE combination rather than a special access circuit.  The Design 577 

and Coordination cost estimate, therefore, does not represent the 578 

estimated costs of activities performed by the Company’s physical 579 

provisioning group to physically provision the circuit, but rather represents 580 

the estimated costs of activities performed to by the Company’s physical 581 

provisioning group to ensure that they don’t physically provision the circuit.   582 

Based on the evidence in this proceeding, it appears that these tasks are 583 

designed to overcome an inefficient provisioning system rather than to 584 

work in conjunction with the most efficient technology currently available, 585 

and that they would not be required absent an inefficient provisioning 586 

system. 587 

 588 

Q. What adjustment would you recommend the Commission make with 589 

respect to the Design & Coordination cost estimate? 590 

A. If the Company cannot provide credible support for its existing proposed 591 

Design & Coordination cost estimates or provide supportable revised 592 

estimates, I recommend that the Company proposal to include in its 593 

                                            
24 SBC Illinois Ex. 6.0 at 33. 
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TELRIC cost estimates special access to UNE Design & Coordination 594 

costs, or to include costs based on the activities supporting the 595 

Company’s Design & Coordination cost estimates, be denied.   596 

 597 

Demarcation Re-tag Costs 598 
 599 

Q. What activities do the Company list in support of the “Demarcation 600 

Re-tag” cost estimate? 601 

A. The Company lists activities performed by its Digital Operations Group 602 

(DOG).  The specific tasks listed for DOG include: 603 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX604 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX605 

XXXXXXXXXXXXXXXXXXXXX25*** 606 

 607 

Q. How does the Company develop its cost estimates for these 608 

activities? 609 

A. According to the Company’s Nonrecurring Special Access to UNE 610 

Conversion Cost Study, DOG spends **XXXX** hours retagging loops, on 611 

average, in the case of a end-user DS1 to DS3 terminating in a collocation 612 

arrangement configuration.  In addressing the reason for this activity Mr. 613 

Cass states: 614 

                                            
25 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 8.4-DOG. 
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One of the most important reasons for re-tagging the circuits at the 615 
customer premises is to avoid confusion if the customer calls in 616 
trouble reports.26 617 
 618 

He further states that: 619 

…it is imperative that the circuits IDs at the customer premises are 620 
re-tagged to match the IDs in SBC Illinois’ operational systems.27   621 

 622 

Ms. Gomez-McKeon similarly states: 623 

This change at the field locations is required for elimination of 624 
maintenance issues in the future.  If this information is not properly 625 
changed in the field it could delay the responsiveness of the trouble 626 
isolation, and cause the CLEC to have duplicate records of 627 
retaining old circuit information and new circuit information.28 628 

 629 

Q What are the deficiencies in the support provided for these 630 

activities? 631 

A. It is not clear that this tagging activity is necessary.  My conclusion is 632 

based on evidence on this issue provided by Company witnesses 633 

themselves. 634 

 635 

Q. Are the activities performed by DOG consistent with the activities 636 

necessary assuming the lowest cost network configuration and most 637 

efficient telecommunications technology available? 638 

A. The support provided by the Company with respect to its Demarcation Re-639 

tag cost estimate does not prove that these activities are necessary 640 

assuming the lowest cost network configuration and most efficient 641 

                                            
26 SBC Illinois Ex. 6.0 at 31. 
27 SBC Illinois Ex. 6.0 at 31. 
28 SBC Illinois Ex. 9.0 at 21. 
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telecommunications technology available.  Furthermore, the evidence in 642 

this proceeding suggests that these activities may not be necessary for 643 

the reasons stated by the Company witnesses. 644 

 645 

First, the Company does not actually perform the re-tagging activity at the 646 

time of conversion.  The Company’s Nonrecurring Special Access to UNE 647 

Conversion Cost Study indicates that retagging “…will occur on the next 648 

scheduled visit…”29  Thus, if the Company receives a trouble report on the 649 

circuit following installation but before any scheduled visit, then the 650 

Company does not “avoid confusion” with respect to the visit.  Any 651 

maintenance and repair savings cited by Mr. Cass or Ms. Gomez-McKeon 652 

to justify this activity does not occur with respect to such maintenance and 653 

repair visits. The Company may, however, experience maintenance and 654 

repair savings on subsequent repair visits.  However, there is no 655 

information to suggest how frequently or infrequently subsequent visits 656 

occur.  Nor has the Company provided information that would indicate that 657 

the benefits it receives on such subsequent repair visits, if any, exceed the 658 

costs of the tagging activities listed by Mr. Cass.   659 

 660 

Furthermore, the Company has failed to demonstrate that lines which are 661 

not retagged cause “confusion.” The claim of confusion assumes that 662 

customers would purchase multiple loops. The evidence, however, does 663 

not support this assumption.  For example, the Company estimates 664 
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indicate that for configuration of end-user DS1s and interoffice DS3s 665 

connecting to a collocation cage, ***XXXXXXXXXXXXX*** DS1s in such 666 

configurations go to unique locations.30  In fact, Mr. Cass states: 667 

The cost studies for the DS1 and DS3 loops assumed that 668 
customers would not purchase more than one loop at a time, 669 
because these services are much less common and more 670 
expensive than the line connection charge, and will typically directly 671 
meet the needs of the customer without the need of additional 672 
loops.31 673 
 674 

Thus, the evidence presented by the Company indicates that multiple DS1 675 

terminations at end-user locations are relatively unusual.  This suggests 676 

that if a technician is servicing a DS1 at an end-user location there will be 677 

little confusion as to which DS1 is in need of service or testing as, by the 678 

Company’s own admission, there is generally only one to select from.   679 

 680 

Finally, the Company has not explained why TAG information need 681 

change when an existing circuit is converted from a Special Access to a 682 

UNE combination.  Presumably, the Company can match the existing 683 

interoffice and end-office circuit information when the circuit is provided as 684 

a special access line.   It is unclear why this same information would not 685 

suffice to avoid confusion when the special access combination is 686 

converted to a UNE combination. 687 

 688 

                                                                                                                                  
29 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 8.4-DOG. 
30 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 6.2. 
31 SBC Illinois Ex. 6.0 at 23. 
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Q. Even if the Company is able to demonstrate a need for retagging, 689 

does the Company’s retagging cost estimate accurately reflect the 690 

tasks associated with this activity?  691 

A. No.  The Company assumes task and work occurrence factors of 100%, 692 

which means that retagging is performed in every case.32  However, there 693 

is reason to believe that, in some cases, the retagging function is never 694 

performed.  For example, the Company does not actually perform the 695 

retagging activity at the time the conversion is completed.  Furthermore, 696 

even in instances where retagging does occur, there is a lag between the 697 

time the circuit is converted and the time retagging is completed.  The 698 

Company, however, estimates the cost of tagging as though it occurs at 699 

the time of conversion.  This approach fails to properly determine the 700 

present value of the cost of these future activities, nor does it account for 701 

expected inflation and/or productivity between the time the circuit is 702 

converted and the time the retagging function is performed. 703 

 704 

Q. What adjustment should the Commission make with respect to the 705 

Demarcation Re-tag cost estimate? 706 

A. If the Company cannot provide credible support for its existing proposed 707 

Demarcation Re-tag cost estimate or provide supportable revised 708 

estimates, the Company should not be allowed to include in its UNE cost 709 

estimates special access to UNE combination conversion Demarcation 710 

                                            
32 SBC Illinois Ex. 6.0, Schedule CFC-3, TAB 6.2. 
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Re-tag costs or any costs based on the activities supporting the 711 

Demarcation Re-tag cost estimates. 712 

 713 

Findings and Recommendations 714 
 715 

Q. Please summarize your analysis of the Nonrecurring Special Access 716 

to UNE Conversion Cost Study and your recommendation with 717 

respect to the Company’s proposed cost estimates. 718 

A. The Company does not provide credible support for its proposed Design & 719 

Coordination or Demarcation Re-tag cost estimates.  If the Company does 720 

not provide credible support for its proposed cost estimates or provide 721 

supportable revised estimates, the Company should not be allowed to 722 

include special access to UNE combination conversion Design & 723 

Coordination or Demarcation Re-tag costs or any costs based on the 724 

activities supporting the Design & Coordination and Demarcation Re-tag 725 

cost estimates in its TELRIC cost estimates. 726 

 727 

Nonrecurring New EEL Combination Cost Study 728 

 729 

Overview 730 
 731 

Q. What is a new EEL combination? 732 
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A. The Company’s New EEL Combination Cost Study describes a new EEL 733 

combination as: 734 

…a new combination of Unbundled Network Elements (UNEs) 735 
consisting of certain Unbundled Loops and certain Unbundled 736 
Dedicated Transport, combined by SBC, using the appropriate 737 
Cross-connects, and where needed, multiplexing.33 738 
 739 

 740 

Q. Please explain how the Company’s new EEL provisioning costs are 741 

structured. 742 

A. There are four general types of costs included in the Company’s 743 

Nonrecurring New EEL Combination Cost Study: (1) loop connection 744 

costs, (2) dedicated transport costs, (3) multiplexing costs, and (4) clear 745 

channel capability costs. 746 

 747 

Loop Connection Costs 748 
 749 

Q. Please explain the Company’s general approach to estimation of 750 

Loop Connection costs. 751 

A. There are currently four basic loop types specifically identified in the 752 

Company’s EEL tariff: 2-Wire Analog Loops, 2-Wire Digital Loops, 4-Wire 753 

Analog Loops and 4-Wire Digital Loops.34  In developing Loop Connection 754 

costs for 2-Wire Analog Loops, 2-Wire Digital Loops, and 4-Wire Analog 755 

Loops the Company includes, among its list of provisioning activities, the 756 

                                            
33 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 8.8-DOG. 
34 ILL. C.C. No. 20, Part 19, Section 20, 4th Revised Sheet No. 1. 



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 35

establishment of cross-connects at the customer’s premises, 35 at the main 757 

distribution frame (MDF),36 and at the intermediate distribution frame 758 

(IDF).37  In developing Loop Connection costs for 4-Wire Digital Loops the 759 

Company includes, among its list of provisioning activities, the 760 

establishment of cross-connects at the customer’s premises38 and, 761 

presumably at the MDF, IDF and Digital Cross-Connect Panel (DSX1)39, 762 

or, alternatively, at only the DSX1.40 763 

 764 

Q. What workgroups perform the activities the Company lists in support 765 

of its Loop Connection costs? 766 

A. For 2-Wire Analog Loops, 2-Wire Digital Loops, and 4-Wire Analog Loops 767 

the Company estimates Loop Connection costs based on the activities 768 

performed by five workgroups: the Loop Assignment Center (LAC), the 769 

Circuit Provisioning Center (CPC), the Field Operations Group (FOG), the 770 

Special Services Center (SSC), and the Digital Operations Group (DOG).  771 

For 4-Digital Loops the Company estimates Loop Connection costs based 772 

on the activities performed by four workgroups: the Hi-Cap Provisioning 773 

Center (HPC), the Field Operations Group (FOG), the Special Services 774 

Center (SSC), and the Digital Operations Group (DOG). 775 

 776 

                                            
35 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1. 
36 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
37 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
38 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 8.8-DOG. 
39 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1.6. 
40 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1.12.  



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 36

Q. Are the activities performed by these workgroups consistent with the 777 

activities necessary assuming the lowest cost network configuration 778 

and most efficient telecommunications technology available? 779 

A. The Company has not demonstrated that the activities it lists in support of 780 

its Loop Connection costs are those activities that would be necessary 781 

assuming the lowest cost network configuration and most efficient 782 

telecommunications technology available. Furthermore, the evidence in 783 

this proceeding suggests that a number of the activities listed in support of 784 

the Loop Connection costs may not be necessary or may be performed 785 

more efficiently than is assumed in the Company’s Nonrecurring New EEL 786 

Combination Cost Study. 787 

 788 

Q. Please describe the evidence that suggests that activities listed in 789 

support of the Loop Connection costs may not be necessary or may 790 

be performed more efficiently than is assumed in the Company’s 791 

Nonrecurring New EEL Combination Cost Study. 792 

A. The Company provides unbundled loops to CLECs in a number of 793 

different circumstances including instances where the loops are 794 

provisioned to CLEC’s collocation arrangements (Stand Alone Loops), 795 

instances where the loops are provisioned in combination with the 796 

Company’s unbundled local switching and shared transport offerings 797 

(UNE-P Combination Loops), and (as is the focus of the Company’s 798 

Nonrecurring New EEL Combination Cost Study) in instances when the 799 
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loops are provisioned in conjunction with the Company’s unbundled 800 

dedicated transport offerings (EEL Combination Loops).  The Company 801 

has provided cost studies that include Loop Connection costs associated 802 

with each of these different scenarios.  As a result the Company has 803 

produced three different estimates of Loop Connection costs for 2-Wire 804 

Analog loops. 805 

  806 

Figure 1:  Loop Connection Costs – 2-Wire Analog Loops 

Configuration Initial 

Install 

Initial 

Disconnect

Additional 

Install 

Additional 

Disconnect 

Stand Alone Loop $XXXX $XXXX $XXXX $XXXX 

UNE-P Combo Loop $XXXX $XXXX $XXXX $XXXX 

EEL Combo Loop $XXXX $XXXX $XXXX $XXXX 

 807 

As Figure 1 illustrates, the Company produces widely varying Loop 808 

Connection cost estimates for the different 2-Wire Analog loops 809 

configuration scenarios.   The Company fails to adequately support the 810 

dramatic differences between provisioning activities associated with what 811 

appear to be very similar products, particularly in the case of Stand Alone 812 

and EEL Combination loops. 813 

 814 

Q. Please explain the similarities between Stand Alone and EEL 815 

Combination loops. 816 
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A. As explained above, in developing Loop Connection costs for 2-Wire 817 

Analog EEL Combination loops the Company includes, among its list of 818 

provisioning activities, the establishment of cross-connects at the end 819 

user’s premises, at the MDF, and at the IDF.  In developing Loop 820 

Connection costs for 2-Wire Analog Stand Alone loops the Company 821 

includes these same provisioning activities.41  The only difference 822 

identified with respect to these cross-connect activities, is that in the case 823 

of EEL Combination loops the IDF is assumed cross-connected to the 824 

DSX-1 while in the case of the Stand Alone loops the IDF is assumed 825 

cross-connected to a CLEC collocation arrangement.   826 

 827 

Q. Given the similarities between the EEL Combination and Stand Alone 828 

2-Wire Analog loop provisioning arrangements, why are the cost 829 

estimates produced by the Company different? 830 

A. There are a number of assumptions made by the Company that create the 831 

cost estimate differentials.  First, with respect to EEL Combination 2-Wire 832 

Analog loops, the Digital Operations Group  (DOG) performs the physical 833 

outside plant work, while with respect to Stand Alone 2-Wire Analog loops 834 

Circuit Provisioning & Maintenance (CP&M) performs the physical outside 835 

plant work.  The functions performed by the respective groups are, based 836 

on the Company’s cost studies, identical.42  Nevertheless, the DOG group 837 

appears to be less efficient than the CP&M group.  For example, DOG 838 

                                            
41 SBC Illinois Ex. 6.0, Schedule CFC-1, TAB 6.3.  



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 39

estimated travel time to work locations equals **XXXXXX** while CP&M 839 

estimated travel time to work locations equals **XXX**.43  Similarly 840 

estimated DOG time to conduct circuit testing takes **XXXX** while 841 

estimated CP&M time to conduct circuit testing takes **XXXXXXX**.44  842 

These discrepancies suggest that DOG is less efficient in performing 2-843 

Wire Analog loop provisioning than is CP&M. 844 

 845 

 Second, while the Company assumes, in the case of Stand Alone loops, 846 

that **XXXX** of 2-Wire Analog loops require no physical outside plant 847 

work by CP&M, the Company assumes that in the case of EEL 848 

Combination loops, all 2-Wire Analog loops require physical plant work by 849 

DOG.  There is no evidence that a 2-Wire Analog loop that is ordered as 850 

part of an EEL is any more likely to require physical outside plant work 851 

than is a 2-Wire Analog loop ordered as a Stand Alone loop. 852 

 853 

  Finally, when supporting its Loop Connection cost estimates for 854 

provisioning a 2-Wire Analog loop that is part of an EEL, the Company 855 

lists testing and problem resolution activities performed, respectively, by 856 

the Special Services Center (SSC) and the Circuit Provisioning Center 857 

(CPC).45  The Company has not demonstrated that these additional 858 

                                                                                                                                  
42 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2, Lns 47-52 and SBC Illinois Ex. 6.0, Schedule 
CFC-1, TAB 6.3, Lns 1-6. 
43 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2, Ln 49 and SBC Illinois Ex. 6.0, Schedule CFC-
1, TAB 6.3, Ln 3.  
44 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2, Ln 51 and SBC Illinois Ex. 6.0, Schedule CFC-
1, TAB 6.3, Ln 5. 
45 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2 



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 40

activities are necessary when 2-Wire Analog loops are provisioned as a 859 

part of an EEL and not when the 2-Wire Analog loop is provisioned as a 860 

Stand-Alone loop. 861 

 862 

Q. Have you identified any other deficiencies in the methodology used 863 

by the Company to estimate EEL Loop Connection costs? 864 

A. Yes.  Under the Company’s proposed structure both installation and 865 

disconnection are included in the estimates of Loop Connection costs.   866 

That is, both activities are included within the single Loop Connection rate, 867 

which the Company assesses at the time the EEL is provisioned.   868 

 869 

In calculating the disconnect portion of the Loop Connection cost the 870 

Company assumes that the average location life of an EEL loop is 2 871 

years.46  In order to adjust the Loop Connection cost estimate to account 872 

for the time between the assessment of Loop Connection Rates and the 873 

time the projected disconnection occurs, the Company inflates the 874 

disconnect portion of the Loop Connection cost estimate to account for 2 875 

years of labor rate inflation and then calculates the present value of 876 

projected disconnection costs assuming a cost of money equal to 877 

***XXXXX***.47    878 

 879 

                                            
46 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1. 
47 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1. 
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The Company provided no support for the 2 year average location life with 880 

its filing.  In response to Staff’s request to “[p]lease provide any or all 881 

information that the Company used to derive the location life of 2 years 882 

assumed in TAB 1 of Schedule CFC-2” the Company stated:   883 

The 2 year life is reflective of the recognition that due to the 884 
nature of using UNEs to provide service to CLECs’ end-885 
users, there is more churn being experienced for local 886 
competition.  Since CLECs do not incur the same capital 887 
costs as the ILECs, it is believed that they will not tie their 888 
customers into the longer term contracts that ILECs need.48 889 

  890 

Thus, the Company indicates that ILEC contract term lengths are longer 891 

than the 2 year location life assumed for EELs.  The Company then 892 

speculates that CLECs may not tie their customers into contracts for term 893 

lengths as long as those typically used by ILECs.  Based upon its 894 

qualitative speculation that CLEC customer term lengths are shorter than 895 

ILEC customer term lengths, the Company makes what is presumably an 896 

arbitrary downward quantitative adjustment to location life based upon its 897 

unsupported qualitative speculation.   The Company’s response, which 898 

presumably includes any and all information the Company relied on to 899 

develop the 2 year location life, fails to provide support for its assumed 900 

location life.   901 

 902 

The disconnect portion of the Loop Connection cost is a strictly decreasing 903 

function of assumed location life.  Therefore, if the location life assumed is 904 

shorter than the average forward looking location life, the Company’s Loop 905 
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Connection cost estimates will be overstated.  Therefore, the unsupported 906 

assumption that term length for CLEC customers are shorter than the term 907 

lengths presumably experienced by the Company, yields an unsupported 908 

increase in the EEL Loop Connection cost estimate.   909 

 910 

The Company’s calculation of disconnect fees also fails to account for the 911 

churn referred to by the Company.  Customers leaving CLECs are 912 

customers that in some and, perhaps most cases, return to the Company 913 

for retail service.  Nevertheless, the Company assumes that in all cases 914 

loops serving these customers are disconnected.  While it may be that in 915 

every case the Company disconnects central office cross connections, the 916 

Company would not presumably remove outside plant cross-connects 917 

when it wins a customer back.  The Company estimation methodology, 918 

however, assumes that the Company will in every case remove outside 919 

plant cross-connects.  In this respect, the Company’s estimates are 920 

deficient. 921 

 922 

Q. What adjustment should the Commission make with respect to the 923 

EEL Combination Loop Connection cost estimates? 924 

A. If the Company cannot provide credible support for the differences 925 

between its proposed EEL Combination Loop Connection cost estimates 926 

and its Stand Alone Loop Connection cost estimates or provide 927 

supportable revised estimates, I recommend that the Commission require 928 

                                                                                                                                  
48 Response to Staff Data Request No. JZ 1.14, attached as Sched. 7.02. 
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the Company use its Stand Alone Loop Connection cost estimates as the 929 

estimates of EEL Combination Loop Connection costs.49   930 

 931 

Dedicated Transport Costs 932 
 933 

Q. Please explain the Company’s general approach to estimation of 934 

Dedicated Transport costs.   935 

A. There are currently two basic dedicated transport types specifically 936 

identified in the Company’s EEL tariff: DS1 Dedicated Transport and DS3 937 

Dedicated Transport.50  The Company estimates transport costs 938 

separately for dedicated transport that the Company provisions to CLECs’ 939 

collocation arrangements and for dedicated transport that the Company 940 

provisions to CLECs’ non-collocated facilities.  In developing Dedicated 941 

Transport Collocated costs, the Company includes, among its list of 942 

provisioning activities, the establishment of cross-connects at the serving 943 

wire center and end-office.51 In developing Dedicated Transport Non-944 

Collocated costs, the Company includes, among its list of provisioning 945 

activities, the establishment of cross-connects at the serving wire center 946 

and end-office52 and at the CLECs facilities (i.e. customer premises).53  947 

                                            
49 My recommendations to correct disconnect portion of the Stand Alone Loop Connection charge 
will, if EEL Loop Connection charges mirror Stand Alone Loop Connection charges, address the 
deficiencies I have identified with respect to disconnect portion of EEL Loop Connection charges. 
50 ILL. C.C. No. 20, Part 19, Section 20, 4th Revised Sheet No. 1. 
51 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1.6. 
51 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
52 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1.6. 
52 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
53 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 8.8-DOG. 
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 948 

Q. What workgroups perform the activities the Company lists in support 949 

of its Dedicated Transport cost estimates? 950 

A. The Company estimates its Dedicated Transport costs based on the 951 

activities performed by four workgroups: the Hi-Cap Provisioning Center 952 

(HPC), the Field Operations Group (FOG), the Special Services Center 953 

(SSC), and the Digital Operations Group (DOG). 954 

 955 

Q. Are the activities performed by these workgroups necessary 956 

assuming the lowest cost network configuration and most efficient 957 

telecommunications technology available? 958 

A. The Company has not demonstrated that the activities it lists in support of 959 

its Dedicated Transport costs are those activities that would be necessary 960 

assuming the lowest cost network configuration and most efficient 961 

telecommunications technology available. Furthermore, the evidence in 962 

this proceeding suggests that some of the activities listed in support of the 963 

Loop Connection cost estimates may not be necessary or may be 964 

performed more efficiently than is assumed in the Company’s 965 

Nonrecurring New EEL Combination Cost Study. 966 

 967 

Q. Please describe the evidence that suggests that activities listed in 968 

support of the Dedicated Transport cost estimates may not be 969 
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necessary or may be performed more efficiently than is assumed in 970 

the Company’s Nonrecurring New EEL Combination Cost Study. 971 

A. When computing the costs of DS3 Dedicated Transport Non-Collocated, 972 

the Company cost studies indicate that the work performed by its four 973 

provisioning work groups is identical to the work performed by these same 974 

four groups when installing a Stand Alone DS3 loop, with one exception.54  975 

In the case of a Stand Alone DS3 loop, the FOG group must 976 

***XXXXXXXXXXXXXXXXXXXXXXX***, while in the case of DS3 977 

Dedicated Transport Non-Collocated the FOG group must 978 

***XXXXXXXXXXXXXXXXX***.55  979 

***XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX980 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX***56  The net result 981 

is that the single cost difference listed by the Company between 982 

installation of a Stand Alone DS3 loop and installation of DS3 Dedicated 983 

Transport Non-Collocated is that FOG performs exactly twice as much 984 

work in the case of DS3 Dedicated Transport Non-Collocated. 985 

 986 

The Company also provides both Stand Alone DS1 loops and DS1 987 

Dedicated Transport Non-Collocated.  Absent evidence to the contrary, 988 

based on analysis of the Company’s DS3 cost estimation, I would expect 989 

that the single cost difference listed by the Company between installation 990 

                                            
54 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2 and SBC Illinois Ex. 6.0, Schedule CFC-1, TAB 
6.3. 
55 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2 and SBC Illinois Ex. 6.0, Schedule CFC-1, TAB 
6.3. 
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of a Stand Alone DS1 loop and installation of DS1 Dedicated Transport 991 

Non-Collocated is that FOG performs exactly twice as much work in the 992 

case of DS1 Dedicated Transport Non-Collocated.  However, this is not 993 

the case. 994 

 995 

In contrast to the DS3 comparison, the Company estimates that the SSC 996 

group must perform work more often when provisioning DS1 Dedicated 997 

Transport Non-Collocated than when provisioning Stand Alone DS1 998 

loops.57 That is, the SSC task occurrence factor for XXXXXXXXXXXXX*** 999 

is  ***XXXXXXXXXXX*** for provisioning of DS1 Dedicated Transport 1000 

Non-Collocated, but only ***XXXXX*** for provisioning of Stand Alone 1001 

DS1 loops.  This difference is unsupported and, based on a comparison 1002 

between DS1 and DS3 provisioning cost estimates, appears to be 1003 

erroneous.  1004 

 1005 

Q. Have you identified any other deficiencies in the methodology used 1006 

by the Company to estimate EEL Dedicated Transport costs? 1007 

A. Yes.  As explained above, the 2 year location life assumed by the 1008 

Company for its Nonrecurring EEL Combination Cost Study is 1009 

unsupported by the Company.  In fact, the evidence provided by the 1010 

Company provides even less support for a two year EEL Dedicated 1011 

Transport location life than it does for a two year EEL Loop location life.  1012 

                                                                                                                                  
56 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
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For instance, even if customer churn means that a CLEC will relinquish an 1013 

individual customer loop, it does not imply that the CLEC will relinquish 1014 

Dedicated Transport serving that customer, particularly when the 1015 

Dedicated Transport DS1 or DS3 serves aggregated traffic from multiple 1016 

customers.  The Company response to Staff Data Request JZ 1.14, 1017 

referenced above as Sched. 7.02, indicates that the Company has utterly 1018 

failed to account for this fact.  Again, this failure will increase Dedicated 1019 

Transport cost estimates.   1020 

 1021 

Q. What adjustment should the Commission make with respect to the 1022 

EEL Dedicated Transport cost estimates? 1023 

A. If the Company cannot provide credible support for the differences 1024 

between the activities performed by SSC group when provisioning DS1 1025 

Dedicated Transport Non-Collocated and when provisioning Stand Alone 1026 

DS1 loops, I recommend the Commission require the Company to 1027 

calculate DS1 Dedicated Transport Non-Collocated cost estimates 1028 

assuming the activities performed by SSC when provisioning DS1 1029 

Dedicated Transport Non-Collocated are identical to those performed by 1030 

SSC when provisioning Stand Alone DS1 loops.   1031 

 1032 

If the Company cannot provide credible support for its 2-year location life 1033 

assumption or provide a credibly supported revised location life applicable 1034 

                                                                                                                                  
57 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2 and SBC Illinois Ex. 6.0, Schedule CFC-1, TAB 
6.3. 
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to its EEL Dedicated Transport offerings, then I recommend that the 1035 

Commission require the Company to exclude disconnect costs from the 1036 

development of its EEL Dedicated Transport cost estimate. 1037 

 1038 

Central Office Multiplexing Costs 1039 
 1040 

Q. Please explain the Company’s general approach to estimation of 1041 

Central Office Multiplexing costs.   1042 

A. The Company provides for two general types of multiplexing: DS1 to Voice 1043 

and DS3 to DS1.58  In its cost development the Company develops a 1044 

stand-alone cost for DS1 to Voice multiplexing but includes the costs of 1045 

DS3 to DS1 multiplexing in the development of its DS3 Dedicated 1046 

Transport cost estimates. 1047 

 1048 

Q. What workgroups perform the activities the Company lists in support 1049 

of its DS1 to Voice Multiplexing cost estimates? 1050 

A. In support of its DS1 to Voice Multiplexing cost estimates, the company 1051 

lists the activities of three groups:  the Hi-Cap Provisioning Center (HPC), 1052 

the Field Operations Group (FOG), and the SSC (Special Services 1053 

Center). 1054 

 1055 

                                            
58 See, for example, SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1.10. 



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 49

Q. Are the activities performed by these workgroups necessary 1056 

assuming the lowest cost network configuration and most efficient 1057 

telecommunications technology available? 1058 

A. The Company has not demonstrated that the activities it lists in support of 1059 

its DS1 to Voice - Central Office Multiplexing costs are those activities that 1060 

would be necessary assuming the lowest cost network configuration and 1061 

most efficient telecommunications technology available. Furthermore, the 1062 

evidence in this proceeding suggests that a number of the activities listed 1063 

in support of the Central Office Multiplexing cost estimates may not be 1064 

necessary or may be performed more efficiently than is assumed in the 1065 

Company’s Nonrecurring New EEL Combination Cost Study. 1066 

 1067 

Q. Please describe the evidence suggesting that activities listed in 1068 

support of the DS1 to Voice - Central Office Multiplexing cost 1069 

estimates may not be necessary or may be performed more 1070 

efficiently than is assumed in the Company’s Nonrecurring New EEL 1071 

Combination Cost Study. 1072 

A. As indicated above, the Company appears to incorporate the cost of DS1 1073 

to DS3 Central Office Multiplexing into its DS3 Interoffice Dedicated 1074 

Transport cost computations.  Presumably the same three groups that 1075 

provision Voice to DS1 Central Office Multiplexing also provision DS1 to 1076 

DS3 Central Office Multiplexing.  When estimating the costs of the DS3 1077 

Interoffice Dedicated Transport component of an EEL, the Company cost 1078 
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development assumes that these groups perform both multiplexing and 1079 

interoffice dedicated transport provisioning simultaneously.59  However, 1080 

when estimating the cost of provisioning a DS1 Interoffice Dedicated 1081 

Transport component of an EEL, the Company cost development 1082 

assumes that the three provisioning groups perform multiplexing and 1083 

interoffice dedicated transport provisioning independently.  In developing 1084 

independent cost estimates, the Company has listed identical activities 1085 

both in support of DS1 Interoffice Dedicated Transport and Voice to DS1 1086 

Central Office Muliplexing cost estimates, but has not demonstrated that 1087 

such activities need to be performed twice.   1088 

 1089 

For example, the tasks performed by the HPC group listed in support of 1090 

the Voice to DS1 Central Office Multiplexing cost estimates mirror line for 1091 

line the tasks performed by the HPC group listed in support of the DS1 1092 

Interoffice Dedicated Transport cost estimates.60  Similarly, the tasks 1093 

performed by the FOG and SSC groups listed in support of the Voice to 1094 

DS1 Central Office Multiplexing cost estimates are listed among those 1095 

performed by these groups listed in support of the DS1 Interoffice 1096 

Dedicated Transport cost estimates.61   1097 

 1098 

In some instances these activities clearly do not need to be performed 1099 

twice.  For example, when provisioning DS1 Interoffice Dedicated 1100 

                                            
59 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2 Lns 199-204 and 222-227.   
60 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
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Transport in combination with Voice to DS1 Central Office Multiplexing the 1101 

Company claims that the FOG group travels to an unmanned office twice: 1102 

once to provision the interoffice dedicated transport and then again to 1103 

provision the multiplexing.  This is a gross example of inefficiency, and the 1104 

complete redundancy in tasks listed suggests that all of Central Office 1105 

Multiplexing tasks are duplicative.  This conclusion is supported by the fact 1106 

that the similar tasks are listed only once for the combination of DS3 1107 

Interoffice Dedicated Transport and DS1 to DS3 Central Office 1108 

Multiplexing. 1109 

 1110 

Q. Have you identified any other deficiencies in the methodology used 1111 

by the Company to estimate Central Office Multiplexing – DS1 to 1112 

Voice costs? 1113 

A. Yes.  As explained above, the 2 year location life assumed by the 1114 

Company is unsupported by the Company.  This unsupported assumption 1115 

yields, as it does for the EEL Loop Connection cost estimate, an 1116 

unsupported increase in the Central Office Multiplexing – DS1 to Voice 1117 

cost estimate.   1118 

 1119 

Q. What adjustment would you recommend the Commission make with 1120 

respect to the Central Office Multiplexing – DS1 to Voice cost 1121 

estimate? 1122 

                                                                                                                                  
61 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2. 
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A. The costs associated with this function appear to be already included with 1123 

the estimated costs of DS1 Interoffice Dedicated Transport.  If the 1124 

Company cannot provide credible support to indicate that these costs are 1125 

not entirely duplicative and cannot revise its estimates to appropriately 1126 

capture costs associated with any non-duplicative activities, I recommend 1127 

that the Commission require the Company to exclude the separate Central 1128 

Office Multiplexing – DS1 to Voice cost estimate from its Nonrecurring 1129 

New EEL Combination Cost Study.   1130 

 1131 

Clear Channel Capability Costs 1132 
 1133 

Q.  What is Clear Channel Capability? 1134 

A. The Company’s New EEL Combination Cost Study describes clear 1135 

channel capability as: 1136 

…a feature that provide the customer an increased usable 1137 
bandwidth of 1.536 Mbps from 1.344 Mbps of an unconstrained 1138 
data stream across the network.62 1139 

 1140 

Q. Please explain the Company’s general approach to estimation of 1141 

Clear Channel Capability costs.   1142 

A. The activities required to provision Clear Channel Capability are included 1143 

among the activities required to provision a DS1 loop.  The Company, 1144 

however, provides a separate cost estimate for instances when it must 1145 

                                            
62 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1. 
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provision Clear Channel Capability on an existing DS1 that does not have 1146 

Clear Channel Capability.63  1147 

 1148 

Q. What workgroups perform the activities the Company lists in support 1149 

of its Clear Channel Capability cost estimates? 1150 

A. In support of the Clear Channel Capability cost estimates, the Company 1151 

lists activities performed by both the Hi-Cap Provisioning Center (HPC) 1152 

and the Special Services Center (SSC). 1153 

 1154 

Q. Are the activities performed by these workgroups necessary 1155 

assuming the lowest cost network configuration and most efficient 1156 

telecommunications technology available? 1157 

A. The Company has not demonstrated that the activities it lists in support of 1158 

its Clear Channel Capability costs are those activities that would be 1159 

necessary assuming the lowest cost network configuration and most 1160 

efficient telecommunications technology available. Furthermore, the 1161 

evidence in this proceeding suggests that at least one of the activities 1162 

listed in support of the Clear Channel Capability cost estimates might be 1163 

performed more efficiently than is shown in the Company’s Nonrecurring 1164 

New EEL Combination Cost Study. 1165 

 1166 

 Q. Please describe the evidence that suggests that provisioning of 1167 

Clear Channel Capability may be performed more efficiently than is 1168 

                                            
63 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 1. 
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shown in the Company’s Nonrecurring New EEL Combination Cost 1169 

Study. 1170 

A. One of the tasks performed by SSC in provisioning Clear Channel 1171 

Capability is ***XXXXXXXXXXXXXXX***, which according to the 1172 

Company’s estimates takes ***XXXXXXXX***.64  However, when 1173 

developing the estimate of the 4-Wire DS1 Digital Loop Connection cost 1174 

the Company indicates that this task takes only ***XXXXXXXX***.65 1175 

 1176 

Q. What adjustment should the Commission make with respect to the 1177 

Clear Channel Capability cost estimate? 1178 

A. If the Company cannot provide credible support to indicate that the timing 1179 

of the ***XXXXXXXXXXXXXX*** used for purposes of computation of 1180 

Clear Channel Capability cost estimates differs from the timing of the 1181 

***XXXXXXXXXXXXXXX*** used for purposes of computation of the 4-1182 

Wire Digital Loop Connection cost estimates, the Company should be 1183 

required to reduce its ***XXXXXXXXXXXXX *** activity time estimate to 1184 

***XXXXXX***.66  1185 

 1186 

Findings and Recommendations 1187 
 1188 

                                            
64 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2, Ln 472. 
65 SBC Illinois Ex. 6.0, Schedule CFC-2, TAB 6.2, Ln 182. 
66 This reduction should occur for both initial and additional activities. 
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Q. Please summarize your analysis of the Nonrecurring New EEL 1189 

Combination Cost Study and your recommendation with respect to 1190 

the Company’s proposed cost estimates. 1191 

A. The Company has not demonstrated that the activities listed in support of 1192 

its New EEL Combination Cost Study are necessary assuming, as the 1193 

FCC requires, the lowest cost network configuration and most efficient 1194 

telecommunications technology available.  The evidence in this 1195 

proceeding suggests that in a number of cases provisioning of service 1196 

may be performed more efficiently than is assumed in the Company’s 1197 

Nonrecurring New EEL Combination Cost Study.  The Company has also 1198 

made unsupported assumptions regarding location lives that yield 1199 

unsupported increases in its cost estimates.  Based on this evidence, I 1200 

make the following recommendations.   1201 

 1202 

With respect to Loop Connection cost estimates, if the Company cannot 1203 

provide credible support for the differences between its proposed EEL 1204 

Combination Loop Connection cost estimate and its Stand Alone Loop 1205 

Connection cost estimate or provide supportable revised estimates, I 1206 

recommend that the Commission require the Company to replace its EEL 1207 

Combination Loop Connection cost estimates with the comparable Stand 1208 
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Alone Loop Connection cost estimates approved by the Commission in 1209 

this proceeding.67  1210 

 1211 

With respect to Dedicated Transport cost estimates, if the Company 1212 

cannot provide credible support for the differences between the activities 1213 

performed by SSC group when provisioning DS1 Dedicated Transport 1214 

Non-Collocated and when provisioning Stand Alone DS1 loops, I 1215 

recommend the Commission require the Company to calculate DS1 1216 

Dedicated Transport Non-Collocated costs assuming the activities 1217 

performed by SSC when provisioning DS1 Dedicated Transport Non-1218 

Collocated are identical to those performed by SSC when provisioning 1219 

Stand Alone DS1 loops.   1220 

 1221 

Furthermore, if the Company cannot provide credible support for its 2-year 1222 

location life assumption or provide a credibly supported revised location 1223 

life applicable to its EEL Dedicated Transport offerings, I recommend that 1224 

the Commission require the Company to exclude disconnect costs from 1225 

the development of its EEL Dedicated Transport cost estimate. 1226 

 1227 

With respect to Central Office Multiplexing – DS1 to Voice costs, the costs 1228 

associated with this function appear to be already included with the 1229 

estimated costs of DS1 Interoffice Dedicated Transport.  If the Company 1230 

                                            
67 My recommendations to correct disconnect portion of the Stand Alone Loop Connection charge 
will, if EEL Loop Connection charges mirror Stand Alone Loop Connection charges, address the 
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cannot provide credible support to indicate that these costs are not entirely 1231 

duplicative and cannot revise its estimates to appropriately capture costs 1232 

associated with any non-duplicative activities, I recommend that the 1233 

Commission require the Company to exclude the separate cost estimate 1234 

for Central Office Multiplexing – DS1 to Voice from its Nonrecurring New 1235 

EEL Combination Cost Study.   1236 

 1237 

With respect to Clear Channel Capability costs, if the Company cannot 1238 

provide credible support to indicate that the timing of the 1239 

***XXXXXXXXXX*** used for purposes of computation of Clear Channel 1240 

Capability costs differs from the timing of the ***XXXXXXXXXXXXXXX 1241 

X*** used for purposes of computation of the 4-Wire Digital Loop 1242 

Connection costs, the Company should be required to reduce its 1243 

***XXXXXXXX*** activity time estimate to ***XXXXXXXX***.  1244 

 1245 

Nonrecurring Unbundled Loop Cost Study 1246 

 1247 

Overview 1248 
 1249 

Q. What is a UNE-P combination? 1250 

A. Combinations of Unbundled Loops and Unbundled Local Switching with 1251 

Shared Transport are generally referred to as the Unbundled Network 1252 

                                                                                                                                  
deficiencies I have identified with respect to disconnect portion of EEL Loop Connection charges. 
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Elements Platform (UNE-P).68  The Company UNE-P tariff differentiates 1253 

between Pre-Existing and New UNE-P combinations, stating: 1254 

Pre-Existing (“Currently combined”) is the situation when a 1255 
telecommunications carrier orders all the Ameritech 1256 
Unbundled Network Elements required to provide service to 1257 
and convert a Company end-user customer, another 1258 
telecommunications carrier’s pre-existing UNE-P enduser 1259 
customer, or a telecommunications carrier’s resale end-user 1260 
customer to a pre-existing UNE-P (a) without any change in 1261 
features or functionality that was being provided by the 1262 
Company (or by telecommunications carrier on a resale 1263 
basis) at the time of the order and/or (b) with only the 1264 
change needed to route the end user customer’s operator 1265 
service and directory assistance (OS/DA) calls to the 1266 
telecommunications carrier’s OS/DA platform via customized 1267 
routing where such customized routing has already been 1268 
established to the telecommunications carrier’s OS/DA 1269 
platform from the relevant Company. 1270 

 1271 
A New UNE-P combination of network elements as provided 1272 
under this Section is the situation when a 1273 
telecommunications carrier requests the Company to provide 1274 
a combination of network elements of the same type (i.e., 1275 
unbundled loop and unbundled local switching port with 1276 
shared transport) that the Company ordinarily combines to 1277 
provide service for its end users, as delineated in this 1278 
Section. The New UNE-P combination of unbundled network 1279 
elements, as described above, is not “currently physically 1280 
combined” as that term is defined herein.69 1281 
 1282 

 1283 

The Company further delineates between Plain Old Telephone Service 1284 

(POTS) UNE-P combinations and Non-POTS UNE-P Combinations, 1285 

presumably based on the switch port included as part of the UNE-P 1286 

combination.  SBC Illinois witness Dr. Kent Currie indicates that “POTS 1287 

ports include basic analog line ports and ground start ports” and that “Non-1288 

                                            
68 ILL. C.C. No. 20, Part 19, Section 15, 7th Revised Sheet No. 1. 
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POTS ports include PBX ground start line ports, basic Centrex line ports, 1289 

DID ports, ISDN Direct ports, ISDN Prime ports, ADTS ports, digital trunk 1290 

ports, Centrex EKL ports, Centrex Attendant ports, and Centrex ISDN 1291 

ports.”70 1292 

 1293 

Q. What is a Stand Alone Loop? 1294 

A. The Company’s Nonrecurring Unbundled Loop Cost Study describes a 1295 

Stand Alone Loop as an unbundled loop that connects an end-user to 1296 

CLEC collocation cage.71  The Company does not, as it does with respect 1297 

to UNE-P configurations, differentiate between POTS Stand Alone Loops 1298 

and Non-POTS Stand Alone Loops.  The Company does, however, 1299 

differentiate between DS1 Stand Alone, DS3 Stand Alone, and other 1300 

(analog and 2-wire digital) Stand Alone Loops.72 1301 

 1302 

Q. Please explain how the Company’s Stand Alone and UNE-P loop 1303 

provisioning cost estimates are structured? 1304 

A. There are three cost estimates included in the Company’s Nonrecurring 1305 

Unbundled Loop Cost Study: (1) Line Connection costs (2) DS1 costs, (3) 1306 

and DS3 costs.  As stated in the Company’s Nonrecurring Unbundled 1307 

Loop Cost Study “[t]he Line Connection Charge is a blending of 2 types of 1308 

POTS line connections, a Stand Alone and a UNE-P POTS New 1309 

                                                                                                                                  
69 ILL. C.C. No. 20, Part 19, Section 15, 5th Revised Sheet No. 2. 
70 SBC Illinois Ex. 5.0 at 12, footnotes 2 and 3. 
71 Nonrecurring Unbundled Loop Cost Study, TAB 1. 
72 See SBC Illinois Ex. 3.0 at 7. 
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Combination Loop.” 73  The DS1 cost is the Company’s estimate of the 1310 

cost for connecting both Stand Alone DS1 loops and of DS1 loops that are 1311 

part of UNE-P combinations.74  The DS3 cost is the Company’s estimate 1312 

of the cost of connecting Stand Alone DS3 loops.75 1313 

 1314 

POTS, DS1, and DS3 Stand-Alone Line Connection Costs 1315 
 1316 

Q. Have you identified any deficiencies in the methodology used by the 1317 

Company to estimate POTS, DS1, and DS3 Stand-Alone Line 1318 

Connection costs? 1319 

A. Yes.  I have identified two deficiencies in the Company’s Stand-Alone Line 1320 

Connection cost estimation methodology.  First, as it does for new EEL 1321 

combinations the Company assumes that the location lives of Stand-Alone 1322 

lines is 2 years.76  As is the case for the EEL Loop Connection cost, the 1323 

Stand-Alone Loop Connection cost is a strictly decreasing function of 1324 

assumed location life.  Therefore, if the location life assumed is shorter 1325 

than the average forward looking location life, the Company’s Stand Alone 1326 

Line Connection cost estimates will be overstated.  Therefore, the 1327 

unsupported assumption that term length for CLEC customers are shorter 1328 

                                            
73 Nonrecurring Unbundled Loop Cost Study, TAB 1. 
74 SBC Illinois Witness Cass states “[i]n the case of DS1 and DS3 loops there is no need to 
identify separate costs for UNE-P and stand-alone because the cost of establishing these loops 
does not vary by scenario.”  SBC Illinois Ex. 6.0 at 22. 
75 SBC Illinois Ex. 3.0 at 7. 
76 SBC Illinois Ex. 6.0, CFC-1, TAB 1. 
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than the term lengths presumably experienced by the Company, yields an 1329 

unsupported increase in the EEL Loop Connection cost estimate.   1330 

 1331 

 Second, the Company fails to account for customer migrations when 1332 

developing the Stand Alone Line Connection cost DIP rate.   That is, the 1333 

Company assumes that Stand Alone Line Connections are comparable to 1334 

new UNE-P line connections when developing the Stand Alone DIP rate.  1335 

However, a portion of Stand Alone Line Connections will be comparable to 1336 

existing UNE-P.  That is, in many instances when a CLEC orders a stand 1337 

alone loop, the Company will need to do the work to change an existing 1338 

DIPed and DOPed loop into a stand alone loop.  In such instances, the 1339 

Company may need to change the cross connect configuration in the 1340 

central office, but it should not need to perform the outside plant cross 1341 

connects. 1342 

 1343 

Q. What adjustment should the Commission make with respect to 1344 

POTS, DS1, and DS3 Stand-Alone Line Connection costs? 1345 

A. If the Company cannot provide credible support for its 2 year location life 1346 

assumption or provide a credibly supported revised location life estimate, I 1347 

recommend that the Commission require the Company to calculate the 1348 

location life for each loop type based upon the average location life of the 1349 

Company’s comparable end-user offerings.77   1350 

                                            
77 See the Direct Testimony of Staff Witness Hanson, ICC Staff Ex. 6.0, for a discussion of 
Company location lives. 
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 1351 

 If the Company cannot provide credible support for the DIP rate it applies 1352 

to stand alone loops when estimating its Stand Alone Line Connection 1353 

cost or provide a credibly supported revised DIP rate for this purpose, I 1354 

recommend that the Commission require the Company to provide 1355 

separate new UNE-P and Stand Alone CP&M estimates in the 1356 

development of its Line Connection costs.  In addition, when developing 1357 

the CP&M estimate for the Stand Alone Line Connection cost the 1358 

Company should use a work group occurrence factor of ***XXXX*** or, in 1359 

the event a different DIP factor is adopted in this proceeding, ***XXXXX*** 1360 

times (1 - the DIP factor adopted in this proceeding). 1361 

 1362 

Q. How do you compute the ***XXXXX*** CP&M work group occurrence 1363 

factor you propose for use in the development of the Stand Alone 1364 

Line Connection cost estimate? 1365 

A. For the period starting in April of 2002 and ending in November of 2002, 1366 

***XXXXX*** of POTS UNE-P lines ordered were existing customer lines 1367 

that did not require the Company’s CP&M group to physically install cross-1368 

connect wiring.78   Of the remaining POTS UNE-P lines ordered, 1369 

***XXXXX*** were not existing customer lines.  The Company estimates 1370 

that ***XXXXXX*** of orders for new UNE-P lines do require the CP&M 1371 

group to physically install cross-connect work.  Based on these figures, 1372 

                                            
78 Response to Attorney General Data Request No. 2.7e, Attachment “Analysis of Stand-Alone 
and UNE-P Loop Orders for SBC Illinois,” Attached as Sched. 7.03. 
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the CP&M group physically installs cross-connect work only 1373 

***XXXXXXXXXXXXXXXXXXX*** of the time in provisioning POTS UNE-1374 

P lines.  Thus, the ***XXXX*** CP&M work group occurrence factor I 1375 

propose for development of the Stand Alone Line Connection cost 1376 

estimate equals the estimated CP&M work group occurrence factor 1377 

applicable to provisioning of all POTS UNE-P lines including both 1378 

provisioning of new-UNE-P lines and UNE-P migrations. 1379 

 1380 

New POTS and DS1 UNE-P Line Connection Costs 1381 
 1382 

Q. Have you identified any deficiencies in the methodology used by the 1383 

Company to estimate New POTS and DS1 UNE-P Line Connection 1384 

costs? 1385 

A. Yes.  The Company again makes the unsupported assumption that the 1386 

location lives of New UNE-P lines is 2 years.  In addition, the Company 1387 

assumes that, with respect to UNE-P POTS loop connections,  UNE-P 1388 

loop disconnect work at the central office is required the same percentage 1389 

of the time that it is required when the Company performs installation of 1390 

new UNE-P loops.  This assumption is not supported with credible 1391 

evidence. 1392 

 1393 

 Churn will, in some cases, result in customers migrating from one CLEC 1394 

using UNE-P to another CLEC using UNE-P or back to the Company.  In 1395 
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these cases, the Company presumably will not perform the disconnect 1396 

activity.  The Company has provided no evidence to indicate that it 1397 

accounted for these instances when developing its disconnection work 1398 

group occurrence factors. 1399 

 1400 

 At the end of 2001, 8.6% of POTS lines were provisioned over either 1401 

CLEC facilities or over CLEC facilities in combination with ILEC loops.79  1402 

Alternatively, 91.4% of POTS lines were provisioned over ILEC facilities 1403 

either as ILEC retail lines, as ILEC UNE-P lines provided to CLECs, or as 1404 

ILEC resold lines provided to CLECs.  Based on these figures, it is likely 1405 

that customer churn will, in a high percentage of instances, result in 1406 

customers migrating from one CLEC using UNE-P to another CLEC using 1407 

UNE-P or back to the Company.     1408 

 1409 

Q. What adjustment should the Commission make with respect to POTS 1410 

and DS1 UNE-P Line Connection cost estimates? 1411 

A. If the Company cannot provide credible support for its 2 year location life 1412 

assumption or provide a credibly supported revised location life estimate, I 1413 

recommend that the Commission require the Company to calculate the 1414 

location life for each loop type based upon the average location life of the 1415 

Company’s comparable end-user offerings.80   1416 

                                            
79 See Illinois Commerce Commission, Annual Report on Telecommunications Markets in Illinois, 
Wednesday, October 23, 2002, at 3. 
80 See the Direct Testimony of Staff Witness Hanson, ICC Staff Ex. 6.0, for a discussion of 
Company location lives. 
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 1417 

Additionally, if the Company cannot provide credible support for its work 1418 

group occurrence factors, the Commission should require the Company to 1419 

use occurrence factors when computing POTS UNE-P disconnect costs 1420 

that equal (1 - the DIP rate adopted in this proceeding) X  0.086.81  This 1421 

computation assumes that 91.4% of POTS UNE-P terminations result in 1422 

transfers of POTS UNE-P lines to another UNE-P provider or back to the 1423 

Company and further that the Company only disconnects a fraction equal 1424 

to (1 - whatever DIP rate is adopted in this proceeding) of those lines that 1425 

are not migrated to another provider or back to the Company. 1426 

 1427 

Findings and Recommendations 1428 
 1429 

Q. Please summarize your analysis of the Nonrecurring Unbundled 1430 

Loop Cost Study and your recommendation with respect to the 1431 

Company’s proposed cost estimates. 1432 

A. The Company has not provided credible support for its assumptions 1433 

regarding location lives.  Based on this evidence, I make the following 1434 

recommendations.   1435 

  1436 

 With respect to POTS, DS1 and DS3 Stand Alone Line Connection cost 1437 

estimates and POTS and DS1 UNE-P Line Connection cost estimates, if 1438 
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the Company cannot provide credible support for its 2 year location life 1439 

assumption or provide a credibly supported revised location life estimate, I 1440 

recommend that the Commission require the Company to calculate the 1441 

location life for each loop type based upon the average location life of the 1442 

Company’s comparable end-user offerings.82   1443 

 1444 

 Additionally, if the Company cannot provide credible support for its work 1445 

group occurrence factors, the Commission should require the Company to 1446 

use occurrence factors when computing POTS UNE-P disconnect costs 1447 

that equal ((1 - the DIP rate adopted in this proceeding) X  0.086).83 1448 

 1449 

Nonrecurring Unbundled Local Switching - Ports Study 1450 

 1451 

Overview 1452 
 1453 

Q. What is unbundled local switching (“ULS”)? 1454 

A. The Company’s cost documentation states: 1455 

 Unbundled Local Switching (ULS) provides unbundled access to 1456 
SBC – Ameritech’s End Office switches, including switch features 1457 
and functions.  With ULS, the individual unbundled loops of 1458 
Competitive Local Exchange Carriers (CLECs) can connect to 1459 
Ameritech’s end offices.  ULS also provides unbundled access on a 1460 

                                                                                                                                  
81 Specifically this adjustment would be applied to all work group occurrence factors listed for 
FOG with respect to disconnect activities listed in support of the UNE-P POTS New Combination 
Loop on TAB 6.3 of SBC Illinois Ex. 6.0, CFC-1. 
82 See the Direct Testimony of Staff Witness Hanson, ICC Staff Ex. 6.0, for a discussion of 
Company location lives. 
83 Specifically this adjustment would be applied to all work group occurrence factors listed for 
FOG with respect to disconnect activities listed in support of the UNE-P POTS New Combination 
Loop on TAB 6.3 of SBC Illinois Ex. 6.0, CFC-1. 
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line-by-line basis to currently provided and/or technically feasible 1461 
functionality of that switch.84 1462 

 1463 

Q. How does a CLEC obtain access to SBC Illinois provided ULS? 1464 

A. The Company’s cost documentation states: 1465 

SBC-Ameritech offers unbundled access to local switching through 1466 
line-side and trunk-side ports.85 1467 

 1468 

Line and Trunk Port Non-recurring Costs 1469 
 1470 

Q.  Have you identified any deficiencies in the methodology used by the 1471 

Company to estimate Port Non-Recurring Costs? 1472 

A. Yes.  The Company again makes the unsupported assumption that the 1473 

location lives of ports used in combinations is 2 years.86   1474 

 1475 

Q. What adjustment should the Commission make with respect to Port 1476 

Non-Recurring cost estimates? 1477 

A. If the Company cannot provide credible support for its 2 year location life 1478 

assumption or provide a credibly supported revised location life estimate, I 1479 

recommend that the Commission require the Company to calculate the 1480 

                                            
84 SBC Illinois Ex. 7.0, Schedule DJB-04, Attachment to TAB 1.0. 
85 SBC Illinois Ex. 7.0, Schedule DJB-04, Attachment to TAB 1.0. 
86 I note that SBC Illinois Witness Barch indicates that the location lives assumed for ports is 
three years.  SBC Illinois Ex. 7.0 at 69.  I assume, based on the fact that cost study 
documentation indicates that the location lives assumed for ports is two years, that Mr. Barch’s 
statement represents a typographical error.  SBC Illinois Ex. 7.0, Schedule DJB-04, Attachment 
to TAB 1.0. 
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location life for each port based upon the average location life of the 1481 

Company’s comparable end-user offerings.87   1482 

 1483 

Findings and Recommendations 1484 
 1485 

Q. Please summarize your analysis of the Nonrecurring Unbundled 1486 

Loop Switching – Ports Study and your recommendation with 1487 

respect to the Company’s proposed cost estimates. 1488 

A. The Company has not provided credible support for its assumptions 1489 

regarding location lives.  Based on this evidence, I make the following 1490 

recommendations.   1491 

  1492 

 With respect to Non-recurring Line and Trunk Port costs, if the Company 1493 

cannot provide credible support for its 2 year location life assumption or 1494 

provide a credibly supported revised location life estimate, I recommend 1495 

that the Commission require the Company to calculate the location life for 1496 

each loop type based upon the average location life of the Company’s 1497 

comparable end-user offerings.88 1498 

 1499 

Nonrecurring Unbundled Port Features Study 1500 

 1501 

                                            
87 See the Direct Testimony of Staff Witness Hanson, ICC Staff Ex. 6.0, for a discussion of 
Company location lives. 
88 See the Direct Testimony of Staff Witness Hanson, ICC Staff Ex. 6.0, for a discussion of 
Company location lives. 
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Overview 1502 
 1503 

Q. When does the Company propose to assess the Port Feature 1504 

Add/Change Translation Rate? 1505 

A. The Company proposes to assess the Port Feature Add/Change 1506 

Translation Rate when a CLEC requests the addition of a feature or a 1507 

change to a feature of an existing port configuration.89  Based on rate 1508 

application examples provided by SBC Illinois witness Silver, the 1509 

add/change translation rate is only assessed by the Company when a 1510 

CLEC requests the addition of a feature or a change to a feature of an 1511 

existing port configuration.90  CLECs will not be assessed this rate when a 1512 

Port is configured for the first time, that is, when ordering new UNE-P 1513 

combinations.91  They will, however, be assessed this rate when ordering 1514 

conversions, even when they request conversions of existing circuits with 1515 

no change in features (i.e, when they request conversions “as is”).92 1516 

 1517 

Q. Has the Company included both the costs of connecting features 1518 

and the costs of disconnecting features in computing its estimated 1519 

Port Feature Add/Change Translation Cost? 1520 

A. Yes.  In including the disconnect portion of the cost, the Company 1521 

assumed a two year location life.93 1522 

                                            
89 SBC Illinois Ex. 7.0, Schedule DJB-05, Attachment to TAB 1.0. 
90 SBC Illinois Ex. 3.0, Schedule MDS-10, Page 4 of 14. 
91 SBC Illinois Ex. 3.0, Schedule MDS-10, Page 5 of 14. 
92 SBC Illinois Ex. 3.0, Schedule MDS-10, Page 1 of 14. 
93 SBC Illinois Ex. 7.0, Schedule DJB-05, Attachment to TAB 1.0. 
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 1523 

Port Feature Add/Change Translation Costs 1524 
 1525 

Q.  Have you identified any deficiencies in the methodology used by the 1526 

Company to estimate Port Feature Add/Change Translation Costs? 1527 

A. Yes.  The Company makes the unsupported assumption that the location 1528 

lives of port features equals the location lives of port itself.94  The 1529 

Company, consequently, assumes that it will be disconnecting a port and 1530 

rearranging the features on the port at the same time.  Presumably, the 1531 

Company will not need to disconnect port features if it is disconnecting the 1532 

port itself.  Therefore, the disconnect activities included within the Port 1533 

Feature Add/Change Translation cost estimate appear to be wholly 1534 

redundant. 1535 

 1536 

 Second, the Company estimates that it costs ***XXXXX*** to connect a 1537 

basic analog line port that is part of a New UNE-P configuration regardless 1538 

of the number of features requested.  However, the Company assumes 1539 

that it costs ***XXX*** to connect the initial feature and ***XXXX*** to 1540 

connect additional features when it adds/changes features on an existing 1541 

port.  The Company, thus, estimates that it is always at least as costly 1542 

and, when more than one feature is effected, is considerably more costly 1543 

to add or change features than it is to obtain a brand new port as part of a 1544 

New UNE-P configuration.  Because the Company would presumably 1545 
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have to do all of the work necessary to add features to New UNE-P 1546 

configurations, this evidence suggests that the Company is able to 1547 

provision features more efficiently than its Nonrecurring Unbundled Port 1548 

Features Study indicates. 1549 

 1550 

Q. What adjustment should the Commission make with respect to Port 1551 

Feature Add/Change Translation Costs? 1552 

A. Unless the Company can provide evidence that demonstrates that the 1553 

disconnect activities are necessary, the Commission should reject the 1554 

Company’s inclusion of disconnect activity costs in its Port Feature 1555 

Add/Change Translation Costs.  Furthermore, unless the Company can 1556 

demonstrate that the provisioning activities necessary to add/change a 1557 

port feature exceed the provisioning activities necessary to provision a 1558 

New UNE-P port, the Commission should require the Company to 1559 

estimate a single Port Feature Add/Change Translation cost (which 1560 

includes costs for both initial and additional adds/changes) equal to the 1561 

estimate of Line/Trunk Port costs for new combination orders. 1562 

 1563 

Findings and Recommendations 1564 
 1565 

Q. Please summarize your analysis of the Nonrecurring Unbundled Port 1566 

Features Study and your recommendation with respect to the 1567 

Company’s proposed cost estimates. 1568 

                                                                                                                                  
94 SBC Illinois Ex. 7.0, Schedule DJB-05, Attachment to TAB 1.0. 



Docket No. 02-0864 
ICC Staff Exhibit 7.0 

 72

A. The Company has not demonstrated that unbundled port features 1569 

disconnect activities are necessary given port disconnect activities 1570 

estimated elsewhere in the Company’s filing.  Furthermore, based on the 1571 

Company’s port connection cost estimates, feature add/change translation 1572 

activities do not reflect least cost provisioning of port features. 1573 

 1574 

Unless the Company can provide evidence that demonstrates that the 1575 

disconnect activities are necessary, the Commission should reject the 1576 

Company’s inclusion of disconnect activity costs in its Port Feature 1577 

Add/Change Translation Costs.  Furthermore, unless the Company can 1578 

demonstrate that the provisioning activities necessary to add/change a 1579 

port feature exceed the provisioning activities necessary to provision a 1580 

New UNE-P port, the Commission should require the Company to 1581 

estimate a single Port Feature Add/Change Translation cost (which 1582 

includes costs for both initial and additional adds/changes) equal to the 1583 

estimate of Line/Trunk Port costs for new combination orders. 1584 

  1585 

RECURRING LOOP COSTS 1586 

 1587 

Premises Termination Costs 1588 

 1589 
Q. What specific recurring costs will you address in testimony?   1590 
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A. I will discuss the premises termination component of recurring loop costs.  1591 

These costs are addressed and supported by SBC Illinois Witness 1592 

Smallwood.95 1593 

 1594 

Q. When developing its residential premises termination unit 1595 

investment costs, what assumption does the Company make 1596 

regarding the configuration of residential terminations. 1597 

A. The Company assumes that “a residential loop requires a single premises 1598 

termination with a drop cable.”96  That is, the Company assumes that each 1599 

residential premises is served by NID/Buried Drop Wire configuration with 1600 

a capacity of 6 pairs.97 1601 

 1602 

Q. Does the Company’s approach account for multi-dwelling units? 1603 

A. No.  Staff Data Request No. QL 1.05c(3), attached as Sched. 7.04, 1604 

requested the Company to  1605 

 1606 

…clarify whether “multi-dwelling units” residential premises 1607 
terminations (e.g., terminations at apartment buildings and 1608 
condominiums) are counted for in LoopCAT. 1609 

 1610 

 The Company responded “No.”98 1611 

 1612 

                                            
95 SBC Illinois Ex. 4.0. 
96 IL 2w Analog LoopCAT 02-05.xls!Premises_Termination_Res. 
97 Misc Material Cost 2002 (IL).xls. 
98 Response to Staff Data Request No. QL 1.05c(3), attached as Sched. 7.04. 
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Q. Will this omission result in cost estimates that are not, as the FCC 1613 

requires, based on the lowest cost network configuration and most 1614 

efficient telecommunications technology available? 1615 

A. Yes.  The evidence in this proceeding suggests that when multiple lines 1616 

are terminated at the same physical location the Company can deploy 1617 

larger terminals, which reduce the unit cost per pair.99  The Company 1618 

approach assumes, however, that residential customers are always 1619 

served by small terminals even when such customers reside in the same 1620 

physical location as other residential customers.  Therefore, the Company 1621 

estimates are not based on the lowest cost network configuration and 1622 

most efficient telecommunications technology available as required by the 1623 

FCC. 1624 

 1625 

Q. What adjustment should the Commission make with respect to the 1626 

LoopCAT model in order to account for multi-unit residential 1627 

dwellings? 1628 

A. The Company has not proven that its residential premises termination cost 1629 

estimates are based on the lowest cost network configuration and most 1630 

efficient telecommunications technology available as required by the FCC. 1631 

Furthermore, the evidence in this proceeding suggests that the 1632 

Company’s estimates are not based on the lowest cost network 1633 

configuration and most efficient telecommunications technology available 1634 

as required by the FCC.  If the Company cannot provide credible support 1635 
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for its estimates or cannot adjust these estimates to properly reflect the 1636 

lowest cost network configuration and most efficient telecommunications 1637 

technology, I recommend that the residential and business percentages 1638 

input into the LoopCAT model be revised.  I recommend that Percent 1639 

Residential Premises Termination be set equal to ***XXXXXX*** and 1640 

Percent Business Premises Termination be set equal to ***XXXXXX***. 1641 

 1642 

Q. How do you compute this adjustment? 1643 

A. The U.S. Census Bureau reports that there are 4,883,649 housing units in 1644 

Illinois excluding the housing unit category Boat, RV, van, etc. and that 1645 

20.56% of these housing units are in structures that contain 5 or more 1646 

housing units.100  Based on this information, I reclassified 20.56% 1647 

residential lines as business lines for the purposes of determining 1648 

percentage premises termination figures.  This changed the percentage 1649 

residential and business premises figures, used by the Company to 1650 

estimate premises termination costs, respectively, from ***XXXXX*** and 1651 

***XXXX*** to ***XXXX*** and ***XXXXX***. 1652 

   1653 

Q. Why did you employ a proxy based on census data to compute this 1654 

adjustment? 1655 

A. Staff requested data from the Company that would enable Staff to directly 1656 

calculate the number of housing units per residential structure.  The 1657 

                                                                                                                                  
99 IL Ww Analog LoopCAT 02-05.xls!Premises_Termination_Bus. 
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Company did not, however, provide Staff with the requested 1658 

information.101 1659 

Findings and Recommendations 1660 
 1661 

Q. Please summarize your analysis of the Company’s residential 1662 

premises termination cost estimates and your recommendation with 1663 

respect to the Company’s proposed cost estimates. 1664 

A. If the Company cannot provide credible support for its premises 1665 

termination estimates or cannot adjust these estimates to properly reflect 1666 

the lowest cost network configuration and most efficient 1667 

telecommunications technology, I recommend that the residential and 1668 

business percentages input into the LoopCAT model be revised.  I 1669 

recommend that Percent Residential Premises Termination be set equal 1670 

to ***XXXXX*** and Percent Business Premises Termination be set equal 1671 

to ***XXXXX***. 1672 

 1673 

Q. Does this conclude your testimony? 1674 

A. Yes. 1675 

                                                                                                                                  
100 U.S. Census Bureau, Census 2000 Summary File 3 (SF 3) – Sample Data, H30. UNITS IN 
STRUCTURE[11] – Universe: Housing Units. 
101 Response to Staff Data Request No. JZ 1.18, attached as Sched. 7.05. 


